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Introduction
In recent years, the spectacular growth of China has attracted increasing attention from both academics and policymakers. Measured by market exchange rates and using the official government figures, China's gross domestic product (GDP) reached US$4.4 trillion in 2008.
China has surpassed Germany as the third largest economy in the world. Facing an ongoing global financial and credit crisis, it is expected that the pace of economic growth of China will slow. However, to combat slower economic growth, the Chinese government has been implementing a stimulus package worth more than US$580 billion. Forecasts of the current growth rate of China vary, but most expect that China will still meet its target growth of 8% growth in 2009. 1 As China continues to grow, its inward direct investment has also increased substantially.
According to UNCTAD (2008) One interesting question to examine is to compare the current FDI outflows from China with the past experiences of its richer neighbors such as Japan, Taiwan and Republic of Korea. In this paper, we aim to examine the pattern and motives of Chinese outward FDI and to compare Chinese outward FDI with FDI from other Asian economies.
2 One of the motivations of such comparisons is to ascertain if the current wave of Chinese FDI outflows follows the pattern of previous East Asian experiences. In other words, are outflows from China different or do they follow a fairly typical East Asian pattern?
The organization of the paper is as follows: in the next section, we provide a literature survey of FDI outflows both in general and in particular, FDI outflows from China and other Asian economies. In section 3, we focus on an empirical study of outward FDI from China, Japan,
Republic of Korea and Taiwan, applying the full set of determinants to all four cases. Due to a fair amount of missing data which differs for each economy, in section 4, we choose to use selective and different sets of explanatory variables to examine the motives and factors behind outward investment for the four different cases. In section 5, we conclude.
A Review of the Academic Literature
In this section we will provide a review of the relevant and up-to-date literature of the FDI outflows. The general academic literature has at least three strands. From the macroeconomic and international finance literature standpoint, the most well-known article on this topic is the one by Lucas (1990) , which has led to a vast subsequent literature (see for example Alfaro and Kalemr-Ozcan 2005) . The "Lucas paradox" asks the important question as to why so little capital has been flowing from rich economies to less developed countries. There have been many attempts to answer this question, but two of the more important potential answers are related to the poorer quality of the institutions (such as corruption, rule of law, etc.) and the relative lack of human capital in developing economies. While this important literature focusing on where capital from rich economies has been going is indeed related to our topic of Chinese FDI outflows, it does not provide us with very direct theoretical guidance because the literature is not focused on where capital from a poor economy like China should be flowing. In addition, the literature concentrates on total capital flows, whereas our question is only on a particular mode of the flows of capital, viz., FDI. It is quite plausible that FDI flows and portfolio flows have different patterns and motives. However, the "Lucas paradox" may have some relevance to the cases of Japan, Republic of Korea and Taiwan, which are richer economies than China.
We will thus keep this literature in mind but will not stick to its line of arguments directly. In the international business literature, Dunning (1981 Dunning ( , 1991 Dunning ( , 1998 Finally, there is also a small but growing literature focusing specifically on an econometric explanation of the determinants of Chinese FDI abroad. Cheng and Ma (2007) , Buckley, et al (2007) , Fung and Garcia-Herrero (2008) , Goublomme and Luc (2008) and Cheung and Qian (2009) are the studies closest to this paper. Cheng and Ma (2007) use three years of data and focus on the basic gravity model to study he FDI outflows from China. Goublomme and Luc 3. An Overview of FDI Outflows from Four Asian Economies
China's FDI Outflows
In this section we first provide an analysis of recent FDI outflows from China.
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In Table 1 , we present the flows of outward FDI from China in various years: 
Japanese FDI Outflows
For the case of Japan, there were several hypotheses concerning the chronological shifting of FDI outflows. In the late fifties and the 1960s the major concerns were like the current case of China, the supply of raw materials and oil to the rapidly growing Japanese economy. There were major Japanese investment projects in the Middle East, parts of Latin America, Australia as well as in a few Asian countries like Indonesia. Also in the 1960s and 1970s, labor costs began to rise significantly in Japan. Firms from several Japanese manufacturing industries first with textile and then televisions began to move their production facilities to cheaper locations.
In 1981, the U.S. automobile VERs began to limit the exports of Japanese cars. Then by 1985, with growing reserves and a swelling current account surplus (particularly against the United States), the yen rose significantly which resulted in a huge shock to the Japanese export industries. U.S. and European protections of their domestic industries coupled with the yen shock led to an acceleration of the overseas Japanese FDI, particularly to the developed economies. Some of the Japanese investment also went to the newly industrializing economies (NIE) and the Association of Southeast Asian Nations (ASEAN) economies, where the production costs were much lower. However, it also seems that due to the complex just-in-time production methods used by Japanese automobile and consumer electronic firms, Japanese investors are also much more concerned with the quality of labor in the host countries (Fung, Iizaka and Siu 2002) . In Latin America, during the 1980s, as some of the host countries began to liberalize their economies, Japanese affiliates in automobile and in electronics, including those in Brazil and Chile also shifted from manufacturing to services related to imports. Mexico seems to be the major exception, where Japanese companies maintained and may even have expanded their production facilities (Tsunekawa 1995) .
Korean FDI Outflows
The Korean FDI outflows seem to be motivated by gaining market access, utilizing lower production costs abroad as well as investing to develop or secure natural resources (Kumar 1995 , Yoon 2007 . Recently, the Korean Export-Import Bank conducted a survey asking Korean multinationals about their motives to go abroad. The survey results are presented in Table 2 . HGDPG it is real gross domestic product growth of the home economy i in year t
HGDP it is gross domestic product of the home economy i in year t
HCA it is current account balance of the home economy i in year t
HFX it is foreign exchange reserves of the home economy i in year t
HM2 it is the money supply M2 of the home economy i in year t
The home economies are the four Asian economies that we are considering: China, Japan, Republic of Korea and Taiwan. GDP is used as a proxy for market size of the destination economy. It represents a test of the market-seeking hypothesis. The natural resource-seeking hypothesis is to be estimated using three variables: FOOD, FUEL and OMTL. More specifically, FOOD focuses on testing if the Asian economies are investing abroad to seek agricultural products; FUEL for augmenting energy supplies, and OMTL for acquiring minerals and metals.
The technology-acquisition is to be tested using RDE and ICTE. SCHL proxies the labor market conditions in the host countries, including the quality of labor. Distance proxies gravity-type investment costs, while openness denotes whether the investments are to facilitate trade or to jump over trade barriers. The home country variables HGDPG, HGDP, HCA, HFX, HM2
represent the home market potential supply of FDI as well as the macro conditions that relate to the home countries exchange rates and inflation rates. Together they test the macroeconomic factors that may affect the magnitude and allocation of FDI outflows. HCA is excluded from the Taiwan regression due to multicollinearity The regressions are run for China 1991 -2006 , Japan 1983 -2007 , Korea 1980 -2007 , Taiwan 1968 -2007 For all four sets of regressions, the market-seeking motive holds for all four Asian economies.
For the resource-seeking motives, none of the proxies are significant for China. Distance acts as a deterrent for Chinese FDI outflows. For Japan, the resource-seeking explanation holds up reasonably well, with the coefficients on food, ores and metals both being significant at the 10% level. Surprising, the fuel proxy is not significant for oil-scarce Japan. Perhaps capturing the complementary nature of Japan's market-seeking motive and the importance of trade in the host economy, the openness index is significant and has a larger estimated coefficient than the coefficient on GDP. For the Korean regression, other than the market-seeking motive, the only other coefficients that are significant are FOOD and DISTANCE. Thus only one of the three proxies representing resource-seeking is relevant for Republic of Korea. For Taiwan, other than GDP, the only other variable that is significant is expenditure on information and communication technology by the host country. This is interesting given the importance of Taiwan's long-term subcontracting relationship with Silicon Valley and other global consumer electronics firms. As profit margins are squeezed, one way for Taiwan to lower its costs is to invest abroad, perhaps seeking destinations that have some experiences with ICT productions.
Overall, the regressions with the full model yield interesting results but they are not entirely satisfactory. Given the large number of missing observations and the limited number of explanatory variables that are significant in the full model, we decided to further run the model for each source economy in a stepwise fashion, adding each variable one at a time and choose the model based on the overall fit and whether the variables are significant. The results are given in the following four tables: Standard errors in parentheses *significant at 10%; ** significant at 5%; *** significant at 1%
The regressions are run for Taiwan ODI from1968-2007 
Conclusion
In this paper we examine the increasingly important phenomenon of China's FDI outflows and compare and contrast its determinants with ODI from Japan, Republic of Korea and Taiwan. We . We aim to compare the historical as well as the current factors behind FDI outflows from these East Asian economies. We first perform econometric tests using the full set of explanatory variables for all relevant years. The hypotheses we are testing include the marketseeking hypothesis, the natural resource-seeking hypothesis, the technology acquisition hypothesis and labor quality hypothesis. We further test determinants related to openness (trade-facilitating investment), home market macroeconomic and international financial conditions (such as current account balances) as well as some gravity-type explanations such as distance and sharing common borders. The full model yields interesting results. The marketseeking hypothesis seems to hold well. Chinese investments tend to go to destinations with poorer labor quality. In addition, the natural resource-seeking hypothesis seems to partially hold for Japan (food and ores and metals) and for Republic of Korea (food), while the technology acquisition hypothesis seems relevant for Taiwan. In addition, openness is important for Japanese ODI, while distance deters ODI from China and Republic of Korea.
However, due to difficulties in filling in all the data for all the years, we next decide to perform further empirical tests, testing each economy's FDI determinants using a stepwise approach.
We add each determinant to each economy's regression one at a time and decide on the appropriate model for each country based on its goodness-of-fit and the significance of the determinants. These economy-specific models yield somewhat different results compared to the full model. However, there are some important similarities as well. Except for Taiwan, the market-seeking hypothesis basically holds. The food-seeking motive holds for all economies except Japan. Openness is important for Japan and Republic of Korea. Distance deters Chinese and Taiwanese ODI. Some domestic macroeconomic and financial variables are also important, including home GDP for China and Republic of Korea, foreign reserves for Japan and money supply for Taiwan. Home GDP represents the importance of domestic size and also may be a proxy of the level of sophistication of the corporations in the source country. Foreign reserves and money supply may pertain to the supply of the outward of FDI as well as factors that can influence exchange rates of the Asian home economies.
